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According to preliminary government estimates, Paraguay's trade deficit grew by more than
50% in 1994. Poor export performance, plus a surge in imports brought on by the agreement to
reduce tariffs through the Southern Cone Common Market (Mercosur), are the main culprits. Since
1991, when Paraguay agreed to join Mercosur, the country has been plagued by a growing trade
deficit, as Paraguay's weak economy is generally unable to compete with imports from the other
three members of Mercosur Argentina, Brazil, and Uruguay. In 1993, the government had already
registered a record deficit of US$750 million.
Now, however, the government reports that the deficit surged by more than 50% in 1994, to US$1.15
billion. Imports grew by 30% last year, to nearly US$2 billion, about 45% of which came from the
other three members of Mercosur. Among the fastest growing imported goods were automobiles,
which jumped by 21%; petroleum products and lubricants, which increased 16%; processed foods
(22%); electric appliances (25%); and transportation products and accessories (35%).
In contrast, exports only grew by about 8% in value last year, to US$850 million. The sluggish export
performance is generally attributed to stagnation in the agricultural sector in 1994. Paraguay is
by and large an agricultural economy, with unprocessed cotton and soybeans representing on
average about 70% of the country's annual export income. Last year, however, poor weather and
uncontrollable plagues led to a 12% drop in cotton production, a 22% plunge in meat production,
and no increase in the soybean harvest. In fact, the agricultural slump contributed to a full
percentage point drop in the GDP in 1994 (see Chronicle, 01/26/95). [Sources: Agence France-Presse,
01/26/95; Notimex, 01/28/95, 02/02/95]
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